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Comparing household expenditure and national poverty line, about 24.78% of households
in Indonesia experienced poverty (expenditure below the poverty line) at least once within
14-year period. By utilizing the Ordered Logit Model, this study examines the determinants
of household poverty status and analyses the relative effect of different household assets
and characteristics on their poverty status. Employing three waves of Indonesia Family Life
Survey (IFLS) consisting of household level data from the year of 2000, 2007 and 2014 and
categorized households into five main regions based on their location. This study finds that
assets (building, vehicle, jewellery, and savings) play important role in determining poverty
status of households in Indonesia. Some demographic and socio-economic variables are
confirmed to be statistically significant to poverty status in Indonesia. However, the deter-
minants of poverty status vary within regions.
Abstrak
Membandingkan pengeluaran rumah tangga dan garis kemiskinan nasional, sekitar
24,78% rumah tangga di Indonesia mengalami kemiskinan (pengeluaran di bawah garis
kemiskinan) setidaknya sekali dalam periode 14 tahun. Dengan memanfaatkan Logit
Model, penelitian ini menganalisis faktor-faktor penentu status kemiskinan rumah
tangga dan mengkaji pengaruh relatif dari aset dan karakteristik rumah tangga yang
berbeda pada status kemiskinan mereka. Menggunakan tiga Survei Kehidupan Keluarga
Indonesia (SKKI) yang terdiri dari data tingkat rumah tangga dari tahun 2000, 2007 dan
2014, rumah tangga dikategorikan menjadi lima wilayah utama berdasarkan lokasi
mereka. Studi ini menemukan bahwa aset (bangunan, kendaraan, perhiasan dan tabun-
gan) memainkan peran penting dalam menentukan status kemiskinan rumah tangga di
Indonesia. Beberapa variabel demografis dan sosio-ekonomi yang dikonfirmasi secara
statistik signifikan untuk status kemiskinan di Indonesia. Namun, faktor-faktor penentu
status kemiskinan bervariasi dalam daerah.
Introduction
As one of the developing countries, Indonesia has made enormous efforts both through government and
NGO with social assistance programs, community-driven development programs and many other programs
to eliminate poverty. However, many people are still vulnerable to poverty and even non-poor groups of
the society face the possibility of becoming poor in the near future. Indonesia enjoys increasing growth as
well as a decreased poverty rate but the rate of decline is getting slower and slower as we can see in Table 1.
Table 1. Poverty rate and Gini ratio of Indonesia (2006-2014)
2006 2007 2008 2009 2010 2011 2012 2013 2014
Relative Poverty (% ofpopulation) 17.8 16.6 15.4 14.2 13.3 12.5 12.0 11.4 11.3
Absolute Poverty (inmillions) 39.3 37.17 34.96 32.53 31.02 29.89 28.59 28.55 -
Gini coefficient/ Gini ratio - 0.364 0.350 0.370 0.380 0.410 0.410 0.413 -
Sources: World Bank and Statistics Indonesia
The fact that poverty is still exist and the rate of decline is slowing down lead some to challenge the
efforts that have been formulated and executed as ineffective or not on target. To answer that challenge,
many studies have been conducted but most research on poverty in Indonesia still focus on a static poverty
analysis that analyzes the proportion of people being poor in a given single point of time (Afandi, Wahyuni,
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& Sriyana, 2017; Hariadi, 2009). However, when we discuss policy related to the poverty problem, we need
to consider that there is a lag between policy implementation and the emergence of the results, such as the
impact of subsidy on education or return to assets on poverty. These studies, that only investigate the fac-
tors of poverty in a static or short term period study, fail to account for that lag.
Balisacan & Fuwa (2007) mentions that the main cause of poverty or economic mobility is a low
level of assets endowment, low return to assets and the inability to cope with negative income shocks. Na-
schold (2012) introduces the concept he calls “stock of assets” to explain how a household’s economic well-
being can be analyzed as that which, accumulated over a period of time, makes it possible for the house-
hold to move out of poverty through income gain using those assets. The next question would seem to be,
to what extent assets endowment could help the poor?Couldhigher assets endowment assure that vulnerable
people will not be poor in the future or even be better-off?
Therefore, the objectives of this study are: 1) to examine the determinants of household poverty
status divided into categories such as chronic poor, transient poor and never poor; 2) to understand to what
extent household assets and other household characteristics measured in the initial period affect the dynamics
of household poverty status in the following periods.
Research Method
This study employ the last three panel survey of Indonesia Family Life Survey (IFLS) data, a longitudinal
socioeconomic and health survey conducted by The RAND Corporation: IFLS3, IFLS4 and IFL5, selecting
the household which were re- interviewed for all threewavesmaking a total of 9,229 households. The advan-
tage of using the IFLS datasets to analyze poverty dynamics is due to this high re-contact rate. This survey
enables us to track the same households and follow their welfare dynamics over time, even though a house-
hold may have migrated to another region.
The analysis of poverty dynamics starts from defining poverty. This study defines poverty in each
given year as expenditure of a household below the poverty line. Data of expenditure was gained from
IFLS 2000, 2007 and 2014 datasets by aggregating the data on food expenditure and non-food expenditure
calculated monthly, in real terms. To get per capita expenditure, the monthly expenditure was divided by
household size.
The poverty line used in this study is gained from the rural-urban specific per capita poverty line
published by Statistics Indonesia for year 2000, 2007 and 2014. Statistics Indonesia defines this poverty
line on the basis of the calculation of essentials food and non- food estimates combined. To estimate mini-
mum food needs, the rupiah value to fulfill 2,100 kcal/day energy intakes monthly per capita is used and
for the non-food, the rupiah value of basic monthly per capita needs including housing, clothing, schooling,
transportation and other basic needs are used. (2011, pp. 6). Next, this study compares the per capita ex-
penditures to the official poverty line, to obtain thedataof “poor”and“non-poor”household in eachyear.
After determining who the poor are, the severity levels of their poverty are classified in terms of
length. This classification is based upon the foundational concept of spells of poverty. Using this approach,
we construct the poverty status as the explained variable with categorization into the following spells: (1)
Chronic poor, if a household is poor three times; (2) Usually poor, if a household is poor only two times; (3)
Occasionally poor, if a household is poor once; and (4) Never poor, if a household never falls into poverty.
withthesespecifications:
Table 2. Poverty status description
Poverty Status Description Cases




















































Source: Author, adapting Hulme, Moore, & Shepherd (2001)
Using an ordered logit model, these poverty status categories were regressed on the factors that
determine them. The ordered logitmodelwas utilized for the reason that the poverty status categories have an
order of preference where one status is better and preferred over the others. The order of poverty status is
“never poor” > “occasionally poor” > “usually poor” > “chronic poor”. The most preferred poverty status
is “never poor” and the least preferred poverty status among them is “chronic poor”. The ordered logit
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model for this study is specified as the following:
Povstati = β1 + β2 ln assetsi + β3HHCharsi + β4Shocksi + β5VCi00-07 + β5VCi07-14 + εi
where:
Povstati = household poverty status;
ln assetsi = logarithm form of household assets value;
HHCharsi = household demographic and social-economy characteristic;
Shocksi = positive and negative shocks;
VCi00-07 = variable of changes for 2000-2007;
VCi07-14 = variable of changes for 2007-2014;εi = error term;
i = household 1, 2, ..., n
The explanatory variables that were utilized in this study consist of variables from the initial year
(2000) and their subsequent changes. These initial variables characterize a set of certain conditions assigned
to each household and used to explore whether these characteristics determine the poverty status. Additional-
ly, this study used the variables of change identified as the years between 2000 and 2007, and between 2007
and 2014 to represent how a change in a characteristic (for example, change in location from rural to ur-
ban or urbanization) affects a household’s poverty status in the following periods. The descriptions of each
explanatory variable along with their expected values are presented in the Table 3.




A. ln assetsi Logarithm form household assets value in rupiah
1. ln_land Logarithm form of value of a household`s land either for farming, non-farm business or
non-business in rupiah +
2. ln_house Logarithm form value of a household`s house either for farming or non-business in rupiah +
3. ln_bldg Logarithm form value of a household`s building either for non- farm business or non-
business in rupiah +
4. ln_poultry Logarithm formvalueof a household`s poultry either for farming or non-farming in rupiah +
5. ln_vehicle Logarithm form value of a household`s four-wheel vehicle either for farming, non-farm
business or non-business in rupiah +
6. ln_jewerly Logarithm form value of a household`s jewelry in rupiah +
7. ln_saving Logarithm form value of a household`s savings in rupiah +
B. HHChari Household demographic and social-economy
8. exhhh Dummy variable of the household head gender, =1 if household is female headed, =0 if
otherwise -
9. marstat Dummy Variable of marital status, =1 if married, =0 if others +
10. agehhh Age of the household head -
11. eduhhhmax Year of schooling of the household head +
12. a_edummm Average year of schooling of the household's members +
13. hhsize Household size -
14. rural Household location, =1 if household lives in the rural area, =0 if otherwise -
15. fdiverse Food diversity variable, representing the variety of nutrition intake as the proxy of
health. +
16. worktor Work sector, =1 for agricultural sector, =0 for others -
17. emptor Employment status, =1 for formal sector, =0 for informal sector +
18. Electricity Access to electricity, =1 if connected, =0 if not connected +
C. Shocksi Positive and negative shocks
19. NESR Negative Economic Shocks and Risks (NESR)=1 if experience disaster, price fall, crop
loss and employment loss, =0 if others -
20. assistance Access to government assistance =1 if household receive cheap rice (RASKIN), condi-
tional cash transfer, unconditional cash transfer and market operation, =0 if otherwise" +
21. Sick Total of daily activities disrupted by health problem (days in four weeks) -
22. insurance Insurance to cope with shocks related to health issue, =1 if having health insurance =0 if
others +
23. credit Access to credit from any source, =1 if receiving credit, =0 no credit +




24. nli Household Non-Labor Income, =1 If any household members gaining cash from gov-





00-07 Change in explanatory variables between 2000 and 2007
25. dhhsize07 change in number of household between 2000 and 2007 -
26. dmarstat07
change in marital status between 2000 and 2007, =1 if  divorce,
=0 if others -
27. dworktor07
change in work sectors between 2000 and 2007, =1 from agricultural sector to non-
agricultural sector, =0 for others +
28. demptor07
change in employment status between 2000 and 2007, =1 from formal sectors to non-
formal sectors, =0 for others -
29. dcredit07 change in access to credit, =1 if gaining access in 2007 but not in 2000, =0 ifothers +
30. drural07




07-14 Change in variables (between 2007 and 2014)
31. dhhsize14 change in number of household between 2007 and 2014 -
32. dmarstat14 change in marital status between 2007 and 2014, =1 if  divorce, =0 if others -
33. dworktor14 change in work sectors between 2007 and 2014, =1 from agricultural sector to non-
agricultural sector, =0 for others +
34. demptor14 change in employment status between 2007 and 2014, =1 from formal sectors to non-
formal sectors, =0 for others -
35. dcredit14 change in access to credit, =1 if gaining access in 2014 but not in 2007, =0 ifothers +




The estimated coefficient signs in the ordered logit models give the same indications compared to the li-
near regression results in terms of direction. However, in the logit model the analysis additionally shows
the marginal effect (dy/dx) of how changes in explanatory variables affect the probability of a household
to be chronic poor, usually poor, occasionally poor and never poor. Table 6 and 7 shows the marginal ef-
fects (dy/dx) of changes in the probability of households being poor, usually poor, occasionally poor and
never poor in response to a change in the explanatory variables, while setting all the explanatory variables
at their mean values.
As shown in Table 6, the probability of households in Indonesia to be chronic poor, usually poor,
occasionally poor and never poor are 0.64%, 5.26%, 24.3% and 69.78%, respectively. In the Java and Bali
region, the probability of households to be chronic poor is 0.66%; usually poor is 4.98%; occasionally poor
is 22.19%; and never poor is 72.16%. However, in the remaining regions, the probability of households out-
side Java and Bali collectively to be chronic poor is lower compared to Java and Bali (0.52%). When we set
the explanatory variables at their average value, generally, the probability over 14 years of a household in
Java and Bali region to be either always poor or never poor is higher than it would be for households outside
Java and Bali.
The third model (national model or full sample) shows that all demographic and socio-economic
variables are statistically significant in determining the poverty status except marital status and location. In
Model 1, the significant demographic and socio-economic variables vary across the regions.
In terms of asset holdings, Model 3 confirms that building, vehicle, jewelry, and savings are statis-
tically significant in determining poverty status in Indonesia as a whole. However, Model 2 shows that for
the regions examined separately, house, building, jewelry and saving are statistically significant as poverty
status determinants in Java and Bali. In regions outside Java and Bali (collectively), land, poultry, vehicle,
jewelry and savings are statistically significant. Moreover, Model 1 confirms that the significant factors for
poverty status in Sumatera are only jewelry and savings; in West Nusantara they are land, vehicle and sav-
ings; in Kalimantan they are house, building and jewelry, while in Sulawesi the significant factors are only
house and savings. These findings illustrate how different assets influence a household’s welfare in differ-
ent way.
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Referring to Table 7, setting savings at its mean value, a 100% change in savings is associated with a
0.45% increased probability of a household in Indonesia identifying as never poor. However, a 100% change in
savings is associated to increase the probability of a household in Indonesia identifying as chronic poor, usually
poor, and occasionally poor by 0.014%, 0.11%, and 0.33% respectively. A 100% change in value of jewellery,
leads to an increased probability of the household in Indonesia to become never poor by 0.32%. However,
100% increase in value of jewellery decreases the probability of a household in Indonesia becoming chronic
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Table 5. Estimation result of ordered logit model (Model 2 and 3)
VARIABLES
Model 2 Model 3
Java and Bali Island Outside Java and Bali Island National
Coeff. std. error Coeff. std. error Coeff. std. error
Demographic and Socio-Economic
Variable in 2000
Sexhhh -0.405*** (0.152) -0.349 (0.217) -0.406*** (0.123)
Marstat 0.0232 (0.175) -0.248 (0.248) -0.0895 (0.141)
Agehhh -0.00649*** (0.00219) -0.000688 (0.00148) -0.00225* (0.00121)
Eduhhhmax 0.0655*** (0.0137) 0.0520*** (0.0163) 0.0595*** (0.0103)
A_edummm 0.152*** (0.0206) 0.190*** (0.0258) 0.163*** (0.0158)
Hhsize -0.499*** (0.0326) -0.492*** (0.0427) -0.483*** (0.0252)
Fdiverse 0.285*** (0.0335) 0.469*** (0.0457) 0.346*** (0.0264)
Worktor -0.0642 (0.148) -0.250 (0.162) -0.141 (0.107)
Emptor 0.202 (0.168) 0.300 (0.246) 0.275** (0.137)
Electricity 0.132 (0.178) 0.135 (0.131) 0.182* (0.0989)
Rural 0.134 (0.117) -0.104 (0.153) 0.0295 (0.0910)
Assets holding in 2000
ln_land -0.00311 (0.00406) 0.0140*** (0.00531) 0.00251 (0.00317)
ln_house 0.00959* (0.00500) -0.00500 (0.00623) 0.00365 (0.00382)
ln_bldg 0.0277*** (0.00570) 0.00709 (0.00682) 0.0193*** (0.00431)
ln_poultry -0.00690 (0.00489) 0.0119** (0.00601) 0.00132 (0.00369)
ln_vehicle 0.00642 (0.00402) 0.0156*** (0.00511) 0.00916*** (0.00309)
ln_jewelry 0.0108*** (0.00411) 0.0199*** (0.00514) 0.0153*** (0.00316)
ln_saving 0.0190*** (0.00532) 0.0275*** (0.00769) 0.0214*** (0.00432)
Shocks/Risk  and  Policy Variables in 2000
NESR -0.0502 (0.105) -0.0641 (0.126) -0.0389 (0.0790)
Assistance -0.749*** (0.0936) -0.371*** (0.114) -0.623*** (0.0690)
Sick -0.00393 (0.00604) 0.0272*** (0.0106) 0.00274 (0.00522)
Insurance -0.116 (0.0921) 0.118 (0.130) -0.0347 (0.0741)
Credit 0.203* (0.107) 0.142 (0.163) 0.144* (0.0876)
NLI 0.0427 (0.111) 0.0374 (0.151) 0.0185 (0.0883)
Changes  Variables  during   2000-2007
dhhsize07 -0.201*** (0.0321) -0.231*** (0.0426) -0.208*** (0.0253)
dmarstat07 -0.00793 (0.172) 0.0833 (0.207) 0.0386 (0.131)
dworktor07 -0.0963 (0.176) -0.251 (0.207) -0.162 (0.132)
demptor07 -0.466*** (0.179) -0.157 (0.271) -0.387*** (0.147)
dcredit07 0.171 (0.131) 0.435** (0.203) 0.256** (0.108)
drural07 -0.250 (0.173) 0.0599 (0.214) -0.119 (0.132)
Changes  Variables  during   2007-2014
dhhsize14 -0.0318 (0.0279) -0.0668* (0.0350) -0.0482** (0.0216)
dmarstat14 -0.292** (0.151) -0.0818 (0.190) -0.217* (0.117)
dworktor14 -0.357*** (0.135) -0.356** (0.161) -0.377*** (0.101)
demptor14 -0.0388 (0.158) 0.183 (0.213) 0.0310 (0.125)
dcredit14 -0.0346 (0.112) 0.273* (0.145) 0.0953 (0.0877)
drural14 -0.0208 (0.148) 0.156 (0.235) 0.103 (0.121)
Constant cut1 -4.835*** (0.381) -3.717*** (0.475) -4.239*** (0.284)
Constant cut2 -2.639*** (0.352) -1.266*** (0.435) -1.971*** (0.260)
Constant cut3 -0.775** (0.348) 0.846** (0.433) -0.0402 (0.257)
Observations 2,995 1,811 4,806
Pseudo R-squared 0.173 0.188 0.169
Log Likelihood -2205 -1381 -3634
Wald Chi-Squared 921.5 640.1 1480
Standard errors in parentheses *** p<0.01, ** p<0.05, * p<0.1
This finding confirms the study by Jalan & Ravallion (2000) that finds chronic and transient poverty to
be reduced greatly by physical capital. Savings and jewellery are rarely employed as a proxy of assets, with
many studies using land ownership/value instead (Jalan & Ravallion, 1998; McCulloch & Baulch, 2000; Haddad
& Ahmed, 2003; Woolard & Klasen, 2005; Dartanto & Nurcholis, 2014). Savings and jewellery are found to
significantly impact poverty status since they are more liquid or can more easily to be turned into cash to pro-
vide additional funds in the face of some negative shock whereas selling assets like land or house takes more
time. Therefore, encouraging the poor to accumulate assets such as gold and bank account savings could be
used as a preventive strategy for facing shocks and to lift them out of poverty as well.
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In general, this study supports the results of the previous studies related to the determinants of poverty.
Assets, such as building, vehicle, jewellery and savings are important in determining poverty status of house-
holds in Indonesia. In addition, demographic and socio- economic variables such as household head’s gender,
age and education, member’s education, household size, nutrition, work sector, employment sector and access
to electricity are confirmed to be statistically significant to poverty status in Indonesia. Additionally, government
assistance and access to credit also affect the poverty status of households in Indonesia. Changes in household
size, employment sector (from formal to informal) and gaining credit is significant in determining poverty status
during 2000-2007 and finally, during 2007-2014, a change in household size, marital status (divorce) and work
sector led to an increase in the probability of households to be poor.
Conclusion
Using the three last waves of the Indonesia Family Life Survey (IFLS) consisting of household level data
from the years 2000, 2007 and 2014, this study identified the poverty status dynamics of households in
Indonesia and their determinants. This studyusedordered logitmodel to examine thedeterminants for poverty
status of households in Indonesia (chronic poor, usually poor, occasionally poor and never poor) by group-
ing the households into five regions (Sumatera, Java and Bali, Kalimantan, Sulawesi and West Nusa Teng-
gara) as well as into two subnational grouping (Java and Bali and outside Java Bali) and, finally, by a full
sample analysis.
The results show that the determinants of poverty status vary from region to region. One of the most
interesting findings is that unlike previous studies which found land to be the common indicator of household
assets, it is only significant in theWestNusaTenggara region.Another interesting finding is that the probability
of households either to be chronic poor or never poor is higher in Java and Bali, while the probability of tran-
sient poverty is found to be higher outside Java and Bali. Finally, this study finds that there is no indication of
chronic poverty in the Kalimantan region.
In general, the study finds that assets play an important role in determining poverty status of
households in Indonesia. However, the only assets variables that are statistically significant in determining
poverty status are building, vehicle, jewelry and savings. Besides assets, demographic and socio-economic
variables such as household head’s gender, age and education, member’s education, household size, nutri-
tion, work sector, employment sector and access to electricity are confirmed to be statistically significant to
poverty status in Indonesia. Additionally, the positive shocks variables, such as government assistance and
access to credit also affect the poverty status of households in Indonesia.
This study suggests that land ownership/value is significant in determining poverty status only in
West Nusa Tenggara. Building is statistically significant only in Java and Bali. Therefore, policy related to
land reform and stimulating property development could be used as tools of welfare distribution in these
two regions. Stocking jewelry is a more culturally accepted means of accumulating assets for preventive
reason for most people in Indonesia. Unsurprisingly, this asset is significant in all regions except West Nusa
Tenggara andSulawesi. Savings as well are also found to be statistically significant in all regions except Ka-
limantan. Therefore, encouraging the poor to “save more” through buying gold and putting cash in bank ac-
count could lift them out of poverty. However, for the areas where gold and banks are not so accessible, the
government can encourage the “culture of saving” by promoting gold buying through instalment plan
through Pegadaian (Indonesia state owned pawnshop) and savings through the post office (as in Japan).
These two institutions offer wide coverage and are surely accessible even for people in villages. The findings
suggest that for a more effective implementation, different poverty related policies are needed to address
the different poverty characteristics among regions.
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